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AUDIT REPORT
HIGHLIGHTS

Why Was This Audit
Conducted?

The City Auditor
requested in February
2019 that the Audit
Committee approve
the addition of the
KVI audit to the FY
2019 Audit Plan. The
purpose of the audit
was to review the
City’s public/non-
profit partnership with
KVI with regard to the
agency’s mission, and
make
recommendations to
management, as
appropriate.

The City Auditor
appreciates the
cooperation of KVI
volunteers and City
staff in the completion
of this audit.

EXECUTIVE SUMMARY

Killeen Volunteers, Inc. Audit
Mayor and Council,

I am pleased to present this audit of the City’s partnership
with Killeen Volunteer’s, Inc.

Objectives and Scope

The objective of the audit was to assess the effectiveness
of the City’s use of Killeen Volunteer, Inc. (KVI) volunteer
resources based on KVI’'s core mission. The scope included
KVI-related management decisions from inception through
FY 2018.

Audit Results

KVI was created in 1993 with a mission focus of
beautification and addressing community needs through
volunteerism. With regard to beautification, KVI's Keep
Killeen Beautiful has amassed a considerable list of
accomplishments in its 25-year-plus existence; however
the KVI operation as a whole has suffered under the strains
of mission creep, as successive administrations have
expanded the agency’s program portfolio beyond the
boundaries of its original mandate. More importantly, the
expansion of KVI's workload into non-mission areas comes
at the expense of underserved areas that could benefit
from KVI's volunteer resources, such as downtown
revitalization and the City’s chronically understaffed animal
shelter operation. KVI's drift from its core mission lies in
part due to the City’s failure to clearly define the purpose
and parameters of its public/non-profit partnership with
KVI. Management has already taken steps to clarify its
partnership with KVI through an interagency agreement.
Management should take advantage of this opportunity by
helping KVI to shed itself of its non-mission related
programming, and refocus on its founding purpose.

What Was Recommended

The City Auditor recommended that management
coordinate with the KVI Board to conduct a review of all
programs currently under KVI. In addition, management
should continue its effort to develop and implement an

interagency agreement with KVI.
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INTRODUCTION

The City Auditor conducted this performance audit of Killeen Volunteers, Inc.
pursuant to Article III, Chapter 40 of the City Charter, as Amended May 11,

2013, and in accordance with the City Auditor’s Annual Audit Plan, approved
by the Audit Committee, November 20, 2018, and amended on

February 7, 2019.

This audit was proposed to the Audit Committee in February 2019, as an
addition to the FY 2019 Audit Plan. The Killeen Volunteers, Inc. (KVI) audit
was conducted for several reasons: (1) both KVI and the City’s Volunteer
Services Division had recently undergone a change in leadership; (2) an
audit conducted by the previous internal auditor had found multiple internal
control deficiencies related to KVI's bookkeeping activities; and (3) the City
Manager requested that the City Auditor conduct a review of KVI, based on
concerns expressed to him regarding KVI’'s non-profit operation.

The objective of the audit was to assess the effectiveness of the City’s
public/non-profit partnership with KVI, with regard to the agency’s mission.
The scope included KVI-related management decisions from inception
through FY 2018.

Background

On April 27, 1993, City Council passed Resolution 93-41, authorizing the City
Manager to submit the appropriate documents to the state and federal
government for the creation of a 501(c)(3) non-profit volunteer
organization. The resolution desighated the name of the non-profit entity as
“Killeen Volunteers, Incorporated” (KVI). Its mission is to "mobilize people
and resources to address community needs and enhance quality of life
through volunteerism.” The resolution further defined KVI’'s mission
elements as beautification and volunteer efforts. Toward that end, the KVI's
original programs included Beautify Killeen; Volunteer Clearing House, the
recruiting arm for KVI; and the Youth Advisory Commission, which was
created by City Council prior to KVI's existence, then folded into KVI.

KVI Expansion

The roughly two-decade period ending October 2016 saw a continual
expansion of KVI’'s program portfolio, beginning with the Holiday Lighting
Committee in August 1995. By October 2016, KVI’'s program inventory
included its original three programs, as well as the following programs:
Holiday Lighting, Holiday Under the Stars, the Christmas Parade, the
Celebrate Killeen Festival, Rodeo Killeen, the Fort Hood November 5
Memorial fund, and the Community Emergency Response Team (CERT).
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KVI Timeline from 1993 to 2016
) 1990 -
In April 1993, KVI
is created. KVI 1
programs include .
Beautify Killeen, [ TT——— -
YAC, & Volunteer | In 1995, City adds
Clearing House Holiday Lighting
1995 s rnnnnn . ] Committee to KVI
. program portfolio
In 1999, City -
expands scope of o
Holiday Lighting
Committee and | <
renames it the 2000 +
Celebrate Killeen .
Committee |
| In 2004, City adds
Annual Rodeo
In 2006, City folds 2005 ==-eeeeeennee # Committee to KVI
125th Birthday .. .............. . program portfolio
into Celebrate
Killeen |
2010 + In 2011, City tasks
N u KVI with managing
i the Fort Hood
| Memorial Fund
In October 2016, 2015 +
City adds CERT
Committee to KVI | <
program portfolio .
2020 -+~

Office of the City Auditor KVI Audit




Organizationally, KVI consists of a Board of Directors, which oversees
KVI's program committees. Currently, the program committees are:
(1) Keep Killeen Beautiful (formerly Beautify Killeen); (2) Youth
Advisory Commission (YAC); (3) Volunteer Killeen (formerly Volunteer
Clearing House); and (4) Celebrate Killeen, which includes the
Christmas Parade, Holiday Under the Stars, the Celebrate Killeen
festival, and Rodeo Killeen. The City’s Volunteer Services Division
functions as the liaison between KVI and the City.

(o) o g
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Quality Of Life

Volunteer
Killeen

Volunteer

Funding Sources

KVI does not have a fundraising committee. Instead, KVI has relied
historically on the City of Killeen for the overwhelming majority of its
funding. For FY 2018, approximately 85 percent of total funding came
in the form of grants from the City’s General Fund and Hotel
Occupancy Tax Fund. The remainder of the funding, according to
KVI's Statement of Revenues and Expenditures, came from ticket
sales, rentals, fees, and sponsorships.
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General Fund

KVI's primary source of income comes from the City’s General Fund.
Annually, the City transfers a lump sum at the beginning of the fiscal
year, which the City identifies as “"Grant to Non-profit Corp” in its
financial management system. It should be noted that while the City
identifies its General Fund disbursement to KVI as a “grant,” there are
no terms or conditions attached to the grant.

Annual amounts transferred from the General Fund over the past 20
years have ranged from a low of $84,620 in FY 2000, to a high of
$198,616 in FY 2005. The City has transferred $100,000 annually for
fiscal years 2017, 2018, and 2019.
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Hotel Occupancy Tax Fund

In addition to the General Fund grants, KVI usually receives income
from the Hotel Occupancy Tax (HOT) Fund through grants awarded by
the Killeen Arts Commission. Grants from the HOT Fund have ranged
from a low of $4,500 in FY 2005, to a high of $71,040 in FY 2007.
Unlike the General Fund grants, which are budgeted on an annual
basis, Arts Commission grants must be applied for, and are awarded
on a competitive basis. Further, Arts Commission grants have specific
terms and conditions that grantees must meet, in order to receive
funding. Finally, Arts Commission grants are funded on a
reimbursement basis, as opposed to the General Fund grants, which
are provided in a lump sum at the beginning of the fiscal year. KVI
has received grants from the HOT Fund on an annual basis since

FY 2002. For fiscal years 2017, 2018, and 2019, KVI applied for and
received $30,000, which included $15,000 for the Celebrate Killeen
festival and $15,000 for Holiday Under the Stars.
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Hotel Occupancy Tax Fund Grants to KVI
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Expenditures by Committee

The KVI Treasurer maintains ledgers for tracking KVI expenditures by

committee. As shown in the chart below, the Celebrate Killeen
Committee accounted for the majority of KVI expenditures for

FY 2018, representing approximately 60 percent of total expenditures

for the year. As previously stated, the Celebrate Killeen Committee

includes Holiday Under the Stars, the Christmas Parade, Rodeo Killeen,

and the Celebrate Killeen festival.

KVI Expenditures By Committee
For FY 2018
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Prior Audits

The former City Auditor conducted an audit of KVI’'s books in FY 2013.
The bulk of the findings revolved around KVI's use of QuickBooks to
track its expenditures, and discrepancies between QuickBooks entries
and KVI’s bank statements. As of FY 2018, KVI had discontinued the
use of QuickBooks.

Statement of Compliance with Audit Standards

We conducted this performance audit in accordance with generally
accepted government auditing standards. Those standards require
that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained
provides a reasonable basis for our findings and conclusions based on
our audit objective.
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FINDINGS AND RECOMMENDATIONS

City management’s effort to develop an interagency
agreement with KVI offers an opportunity to refocus
KVI on its founding mission.

Killeen Volunteers, Inc. (KVI) was established in 1993; its
mission, to address community needs and enhance the quality of
life for Killeen’s citizens through volunteerism, with a focus on
beautification. With regard to its beautification efforts, KVI's
Keep Killeen Beautiful (KKB) program has amassed a
considerable list of accomplishments in its 25-year plus
existence, including tons of trash and recyclables removed from
City parks, highways, and neighborhoods; hundreds of trees
planted; funding of the City’s Highway 190 and 195 gateway
monuments through TxDOT grants; and cost avoidance
estimated in the millions of dollars based on the thousands of
volunteer hours contributed by members the community.
However, KVI's all-volunteer organization has suffered under the
strains of mission creep over the past two and half decades, as
successive administrations have expanded the agency’s program
portfolio beyond the boundaries of its original mandate. This is
due in part to the fact that City never clearly defined its
public/non-profit partnership with KVI. As a result, the City’s
approach to KVI has at times been inconsistent with KVI's
founding mission. More importantly, the expansion of KVI's
workload into nhon-mission areas has come at the expense of
underserved areas that could benefit from KVI's volunteer
efforts, such as downtown beautification/revitalization and the
City animal shelter’s chronically understaffed operation.
Management has already taken steps to clarify its relationship
with KVI through a formal interagency agreement, which is
currently in the early draft stages. As part of that process, the
City should work with KVI to determine the proper home for its
non-mission-related programs, with a view towards refocusing
KVI on its founding purpose.

The Line Between City and Non-profit

KVI's enabling legislation, Resolution 93-41, called for the creation of
an “independent, non-profit entity.” However, for much of its
existence, KVI has been almost entirely dependent upon the City to
fund its operations. More importantly, up until recently, KVI had relied
heavily on city staff to help manage its day-to-day operations. City
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employees served as committee chairpersons and sat on the KVI
Board of Directors. Volunteer Services Directors prepared IRS Forms
990 for the non-profit, prepared grant applications, collected money on
KVI's behalf, and even had access to KVI bank accounts. The City’s
web page for its Volunteer Services division reflected little, if any
distinction between the City and KVI, as shown below.

Home » Departments» Volunteer Services

VOLUNTEER SERVICES

VOLUNTEER SERVICES

The Killeen Volunteers, Inc. board is organized for charitable, educational, and
scientific purposes benefiting and accomplishing a public purpose of the City
of Killeen.

DUTIES

The duties of the Killeen Volunteers, Inc. board is to mobilize people and
resources to address community needs and enhance quality of life through
volunteerism. It is also the duty of this board to oversee its six program
committees, which are comprised of:

Source: www.killeentexas.gov

While the imbedding of city staff in KVI’s day-to-day operations
enhanced the coordination between the two entities, it also blurred the
lines between the city government and the non-profit agency.

Further, it masked the impact of the City’s decades-long expansion of
KVI's program portfolio on its all-volunteer, part-time staff.

The impact of that decades-long expansion became apparent when
City management acted to separate City staff from KVI’s operations as
of FY 2019. While this was an appropriate action on management’s
part, it nonetheless generated considerable frustration among KVI's
all-volunteer, part-time staff, who suddenly found the City, once fully
integrated into KVI's operation, now holding itself at arm’s length. A
number of KVI volunteers resigned, including the chairman of the
Celebrate Killeen Committee and the entire CERT group, all of whom
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cited frustration with what they considered a dysfunctional
environment.

Interagency Agreement

This long simmering problem stems in part from the City’s failure to
clearly define its partnership with KVI through some form of
interagency agreement. At a minimum, the agreement would clearly
delineate responsibilities between the two entities, and provide a
process for developing programming based on the needs of the
community, in accordance with KVI's core mission.

In the absence of such a policy framework, the City’s approach to
KVI's program development has been inconsistent. Past management
decisions appear at times to have been based more on expediency
than on a mission-focused, needs-driven approach. As a result, KVI
has largely drifted over the past two and half decades without a clear
sense of purpose, other than to serve as the City’s repository for
random programs.

Management has already taken steps to clarify its relationship through
an interagency agreement, which is currently in the early draft stages.
The agreement should define the City’s partnership with KVI, based on
the non-profit’s enabling legislation. For example, City Council
Resolution 93-41 defined KVI as an “independent entity,” implying that
the non-profit would, at some point be a self-sustaining operation.
Why then, after 25-plus years in existence is the City still funding its
operation, and why does KVI have yet to establish a fundraising
committee? Most importantly, the process offers the City and KVI an
opportunity to realign the agency’s activities with its core mission.

Program Review

In order to streamline the process, both management and the KVI
Board of Directors should review the non-profit’s program portfolio to
determine which programs align with KVI’'s mission, and which
programs do not. The following is a brief discussion of the various
programs currently housed under KVI, how they came to be under
KVI, and how well they align with KVI’'s founding mission.
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